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OATH OR AFFIRMATION

Anthony Simone swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

American Capital Partners LLC and Subsidiary as

of December 31 20 10 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

La
Martins Gaughan Siture

Notary Public New York
Suffolk County EO

My Comm Expires 8I1/2Oj
Title

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

EJ Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

LI An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e
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RAIcF-rL
ENDEMALTo LLP
CERTIFIED PUBUC ACCOUNTANTS ADVISORS

To the Board of Directors

American Capital Partners LLC

We have audited the accompanying consolidated statement of financial condition of American CiI Partners

LLC and Subsidiary the Company as of December 31 2010 that you are filing pursuant to Rule 7a-5 under

the Securities Exchange Act of 1934 This consolidated financial statement is the responsibility of the Companys

management Our responsibility is to express an opinion on this consolidated financial statement based on our

audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the consolidated financial statement is free of material misstatement An audit includes consideration of

internal control over financial reporting as basis for designing audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control over financial reporting Accordingly we express no such opinion An audit includes examining on test

basis evidence supporting the amounts and disclosures in the consolidated financial statement An audit also

includes assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall financial statement presentation We believe that our audit provides reasonable basis for

our opinion

In our opinion the consolidated financial statement referred to above presents fairly in all material respects the

consolidated financial position of American Capital Partners LLC and Subsidiary as of December 31 2010 in

conformity with accounting principles generally accepted in the United States of America

RAICH ENDE MALTER CO LLP

New York New York

February 23 2011

of lndpendent Firms

1375 Broadway 15th Floor

New York New York 10018

212.944.4433

212.944.5404 fax

cpa@renl-co.com

90 Merrick Avenue Suite 802

East Meadow New York 554

516.228.9000

516.228.9122 fax

INDEPENDENT AUDITORS REPo

Offices in NYC Long island



AMERICAN CAPITAL PARTNERS LLC AND SUBSIDIARY
Consblidated Statement of Financial Condition

December31 2010

ASSETS
Cash and cash equivalents 1334473
Receivable from clearing broker net 1186439

Deposit with clearing organization 100000

Securities owned at fair value 98149

Other assets 554589

3273650

LIABILITIES AND MEMBERS EQUITY
Liabilities

Accounts payable accrued expenses and other liabilities 2351567

Membes equity 922083

3273650

See notes to consolidated financial statement



AMERICAN CAPITAL PARTNERS LLC AND SUBSIDIARY
Notes Consolidated Financial Statement

December31 2010

ORGANIZATION AND NATURE OP BUSINESS

American Capital Partners LLC ACP was organized in New York on December 21 2001 as

limited liability company under Section 203 of the Limited Liability Company law ACP is wholly owned

by Century Management LLC Parent which is wholly owned by ACP Capital Holdings Corp

ACPHC Effective July 2002 ACP commenced operations as broker-dealer and registered with

the Securities and Exchange Commission the SEC and became member of the Financial Industry

Regulatory Authority FINRA

ACP was formed to engage in broker-dealer activities involving general securities business on an

agency and riskless principal basis throughout the United States of America and globally ACP
receives commissions for the purchase and sales of securities from its clearing broker ACP also

conducts proprietary trading activities for its own account through the clearing broker

ACP is the sole member of ACP Investments LLC ACPI limited liability company formed

pursuant to New York Limited Liability Company Law in 2007 ACPI is registered to offer insurance

products

SUMMARY OP SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation The accompanying consolidated financial statement includes the

accounts of ACP and ACPI its wholly owned subsidiary collectively the Company All material

intercompany balances and transactions have been eliminated in consolidation

Cash Equivalents The Company has defined cash equivalents as highly liquid investments with

original maturities of less than three months that are not held for sale in the ordinary course of

business

Securities Transactions Securities transactions and the related revenue and expenses are

recorded on the trade date as if they had settled Marketable securities are valued at market

value long positions are valued at the last sale price on the date of determination or if no sales

occurred on such day at the last closing bid Securities not readily marketable are valued at fair

value as determined by management Securities are recorded at fair value in accordance with

FASB ASC 820 Fair Value Measurements and Disclosures

Employee Loans The allowance for employee loans is maintained at level which in

managements judgment is adequate to absorb credit losses inherent in the loan portfolio The

amount of the allowance is based on managements evaluation of the collectability of the loan

portfolio including the nature of the portfolio trends in historical loss experience specific impaired

loans economic conditions and other risks inherent in the portfolio

Revenue Recognition Commissions on trades executed on behalf of customers related to

securities traded on exchanges registered with the SEC or whose prices are reported by the

NASDAQ are recorded on trade date basis as required by generally accepted accounting

principles Commissions earned from other trading activities are recorded when transactions close

between buyers and sellers

Continued



Investment Banking Investment banking revenues are reported net of related expenses arising

from the securities offered in which the Company acts as placement agent and are recorded at

the time the transaction is completed and the income is reasonably determinable and collection is

reasonably assured

Income Taxes The Company is single member limited liability company that is treated as

disregarded entity for federal and New York State income tax purposes As such ACPHC is

required to report the Companys income or loss on its consolidated income tax returns ACPHC
has not provided for tax sharing or benefit policy for allocating taxes however net operating

losses are available to offset any income tax liability that may be allocated based on the

Companys income Accordingly no provision for income taxes is included in the accompanying

consolidated financial statements ACPHC files federal and New York State tax returns The

earliest tax year that is subject to examination by these taxing authorities is 2007

The Financial Accounting Standards Board FASB issued Accounting for Uncertainty in Income

Taxes which clarified the accounting and disclosures for uncertain tax positions related to income

taxes recognized in the consolidated financial statements and addresses the determination of

whether tax benefits claimed or expected to be claimed on tax return should be recorded in the

consolidated financial statements The Company may recognize the tax benefit from an uncertain

tax position only if it is more likely than not that the tax position will be sustained upon examination

by the taxing authorities based on the technical merits of the position

The Company did not have any material unrecognized tax benefits as of December 31 2010 and

does not expect this to change significantly over the next twelve months In connection with the

adoption of the guidance the Company will recognize interest and penalties accrued on any

unrecognized tax benefits as component of other expense As of December 31 2010 the

Company has no accrued interest or penalties related to uncertain tax positions

Use of Estimates The preparation of consolidated financial statements in conformity with

accounting principles generally accepted in the United States of America requires management to

make estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the consolidated financial statements

and the reported amounts of revenues and expenses during the reporting period Actual results

could differ from those estimates

FAiR VALUE MEASUREMENTS or SEcuRrrIEs OWNED

FASB ASC 820 defines fair value establishes framework for measuring fair value and establishes

fair value hierarchy which prioritizes the inputs to valuation techniques Fair value is the price that

would be received to sell an asset or paid to transfer liability in an orderly transaction between

market participants at the measurement date fair value measurement assumes that the transaction

to sell the asset or transfer the liability occurs in the principal market for the asset or liability or in the

absence of principal market the most advantageous market Valuation techniques that are

consistent with the market income or cost approach as specified by FASB ASC 820 are used to

measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into

three broad levels The following is brief description of those three levels

Level Observable inputs such as unadjusted quoted prices in active markets for identical assets

or liabilities that the Company has the ability to access at the measurement date

Level Inputs other than quoted prices included within Level that are observable for the asset or

liability either directly or indirectly These include quoted prices for similar assets or liabilities in

active markets and quoted prices for identical or similar assets in markets that are not active These

Continued



also include quoted prices for similar assets or liabilities which have been adjusted for legal or

contractual restrictions

Level Unobservable inputs that reflect the reporting entitys own assumptions These include

private portfolio investments that are supported by little or no market data

The following table shows assets and liabilities measured at fair value on recurring basis as of

December 31 2010 and also the level within the fair value hierarchy used to measure each category

of assets

Level Level Level Total

Securities owned

Equities 98149 98149

98149 98149

Marketable equity securities are valued at the closing price reported on the active market on which the

individual securities are traded less any liquidity discount

RECEIVABLE FROM AND PAYABLE TO CLEARING BROKER

The clearing and depository operations for the Companys and customers securities transactions are

provided by the Clearing Broker pursuant to clearance agreement At December 31 2010 the

amount due from the Clearing Broker represents cash accounts maintained at the Clearing Broker and

commission revenue and margin interest earned as an introducing broker for its customers net of

clearing expenses The amount payable to the Clearing Broker at December 31 2010 represents

margin cost and other fees

Receivable from and payable to the Clearing Broker at December 31 2010 consist of the following

Receivable

Payable

Cash held in accounts at clearing broker 206480

Fees and commissions receivable 1186244

Payable to clearing broker 206285

Receivable from clearing broker net 1186439

Pursuant to the Clearing Agreement the Company may offset receivable and payable balances in the

accounts held at the Clearing Broker

5- OTHER ASSETS

Other assets consist of the following at December31 2010

Employee loans and advances 394140

Allowance for loan losses 52929
341211

Prepaid expenses 199975

Other 13403

554589

Employee advances are made on short-term basis and do not bear interest Funds loaned to certain

employees are both short term and long term in nature and are charged interest at 4.4% per annum

During 2010 $612071 of loan principal was written-off against the allowance for loan losses

Continued



DEFERRED INCOME

Deferred income arising from the 2004 clearing broker agreement has been amortized monthly on

straight-line basis During the year ended December 31 2010 deferred income of $61594 was fully

amortized

RELATED PARTY TRANSACTIONS

The Company has entered into management and expense sharing agreement with the Parent For

the year ended December 31 2010 the Parent charged the Company management fees of

$2205000 which include salaries rent and operating expenses An amount of $204500 was due to

the Parent at December 31 2010 and is included in accrued expenses

CONTINGENCIES

The Company is subject to claims which arise in the ordinary course of business which are the result

of lawsuits arbitrations and regulatory inquiries The Company has affirmative defenses and is

vigorously defending such claims and in certain matters has counter-claims against the plaintiff The

ultimate outcome of the foregoing claims cannot be predicted with certainty in the opinion of

management The Company has recorded reserve of $700000 inclusive of legal and settlement

costs if any related to these claims based on information provided by both in-house and outside legal

counsel

The Company entered into an exclusive clearing agreement with its Clearing Broker expiring on

March 2019 In the event the agreement is terminated prior to the expiration date the Company
would be obligated to pay termination fee of $3000000 which decreases by $500000 annually

commencing March 2014

OFF-BALANCE-SHEET RISK AND CONCENTRATION OF CREDIT RISK

The Company clears all transactions with and for customers on fully disclosed basis with clearing

broker and promptly transmits all customers funds and securities to the clearing broker who carries all

of the accounts of such customers These activities may expose the Company to off-balance-sheet

risk in the event that the customer and/or clearing broker is unable to fulfill its obligations The

Company does not maintain margin accounts for its customers and therefore there are no excess

margin securities

The Company transacts its business with customers located throughout the United States of America

and globally

Financial instruments that potentially subject the Company to concentrations of credit risk consist

principally of cash and securities on deposit at its banks and clearing broker The accounts at its banks

and clearing broker contain cash bank and securities clearing broker Balances at its banks are

insured by the Federal Deposit Insurance Corporation FDIC up to $250000 for all interest bearing

accounts All non-interest bearing accounts are fully FDIC insured At December 31 2010 the

Companys cash balances on deposit exceeded FDIC insured limits by approximately $683449
Balances at its clearing broker are insured up to $500000 with limit of $100000 for cash by the

Securities Investor Protection Corporation SIPC Net equity positions at the clearing broker in

excess of SIPC limits are protected by additional coverage maintained by the clearing broker

Continued



NET CAPITAL REQUIREMENTS

The Company is subject to the uniform net capital requirements of rule 5c3-1 of the Securities and

Exchange Commission as amended which requires broker dealer to have at all times sufficient

liquid assets to cover indebtedness In accordance with the rule the Company is required to maintain

defined minimum net capital of the greater of $100000 or 1/15 of aggregate indebtedness

At December 31 2010 the Company had net capital as defined of $347350 which exceeded the

required minimum net capital of $156771 by $190579 Aggregate indebtedness at December 31
2010 totaled $2351567 The ratio of aggregate indebtedness to net capital was 6.77 to



AMERICAN CAPITAL PARTNERS LLC

AND SUBSIDIARY
Independent Auditors Report on Internal Control

Required By SEC Rule 7A-5
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control deficiency exists when the design or operation of control does not allow management or employees in

the normal course of performing their assigned functions to prevent or detect misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of significant deficiencies in internal control such that there

is reasonable possibility that material misstatement of the companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

would not necessarily identify all deficiencies in internal control that might be material weaknesses We did not

identify any deficiencies in internal control and control activities for safeguarding securities that we consider to be

material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph

of this report are considered by the SEC to be adequate for its purposes in accordance with the Securities

Exchange Act of 1934 and related regulations and that practices and procedures that do not accomplish such

objectives in all material respects indicate material inadequacy for such purposes Based on this understanding

and on our study we believe that the Companys practices and procedures as described in the second paragraph

of this report were adequate at December 31 2010 to meet the SECs objectives

This report is intended solely for the information and use of the member management the SEC the Financial

Industry Regulatory Authority FINRA and other regulatory agencies that rely on Rule 7a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers-dealers and is not intended to be and

should not be used by anyone other than these specified parties

/174k

RAICH ENDE MALTER CO LLP
New York New York

February 232011
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INDBPENDNT AUDITORS REpom ON
INTERNAL CONTROL REQUIRED BY SEC RULE 7A-5

To the Board of Directors

American Capital Partners LLC

In planning and performing our audit of the consolidated financial statements of American Capitatrtners LLC
the Company as of and for the year ended December 31 2010 in accordance with auditiTg standards

generally accepted in the United States of America we considered the Companys internal control over financial

reporting internal control as basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of the Companys
internal control

Also as required by Rule 7a-5g1 of the Securities and Exchange Commission SEC we have made study
of the practices and procedures followed by the Company including consideration of control activities for

safeguarding securities This study included tests of compliance with such practices and procedures that we
considered relevant to the objectives stated in Rule 7a-5g in making the periodic computations of aggregate
indebtedness or aggregate debits and net capital under Rule 7a-3a1 and for determining compliance with

the exemptive provisions of Rule 5c3-3 Because the Company does not carry securities accounts for customers

or perform custodial functions relating to customer securities we did not review the practices and procedures
followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and recordation

of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal
Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraphs In fulfilling this responsibility estimates and
judgments by management are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraphs and to assess whether those practices and
procedures can be expected to achieve the SECs above-mentioned objectives Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but not absolute assurance
that assets for which the Company has responsibility are safeguarded against loss from unauthorized use or

disposition and that transactions are executed in accordance with managements authorization and recorded

properly to permit the preparation of financial statements in conformity with generally accepted accounting
principles Rule 7a-5g lists additional objectives of the practices and procedures listed in the preceding
paragraph

Because of inherent timitations in internal control and the practices and procedures referred to above error or
fraud may occur and not be detected Also projection of any evaluation of them to future periods is subject to the
risk that they may become inadequate because of changes in conditions or that the effectiveness of their design
and operation may deteriorate

of independent Finns


